
This Board Letter requests approval for (a) the assignment of the Amended and Restated Lease 
Agreement for Parcel 15U (Esprit II); and (b) modifications to the Amended and Restated Lease 
Agreement in connection with such assignment.

SUBJECT

December 17, 2013

The Honorable Board of Supervisors
County of Los Angeles
383 Kenneth Hahn Hall of Administration
500 West Temple Street 
Los Angeles, California 90012
 
Dear Supervisors:

ESPRIT II (PARCEL 15U AT4242 VIA MARINA)
APPROVAL OF ASSIGNMENT OF LEASEHOLD INTEREST 

AND
APPROVAL OF MODIFICATIONS TO

AMENDED AND RESTATED LEASE AGREEMENT

(FOURTH DISTRICT)
(4 VOTES)

IT IS RECOMMENDED THAT THE BOARD:

1. Approve the proposed assignment of the existing leasehold interest in Parcel 15U from Esprit Two 
LLC to PPF AMLI 4242 VIA MARINA, LLC, a Delaware limited liability company.

2. Approve the Second Amended and Restated Lease Agreement (in the form attached as Exhibit A) 
to incorporate modifications to the existing Amended and Restated Lease Agreement for Parcel 15U 
to facilitate Assignee’s ownership structure and financing, and to update certain provisions of the 
document to current County standards.

3. Authorize the Chairman to execute three copies of each of the following: (a) the Second Amended 
and Restated Lease Agreement; and (b) a Memorandum of Lease as referenced in the Second 
Amended and Restated Lease Agreement, in form approved by County Counsel and County’s 
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outside counsel, and deliver such documents to counsel for County for administration in connection 
with the escrow for Assignee’s acquisition of the leasehold and payment to County of County’s sale 
participation and other fees described below.

4. Authorize the Acting Director of the Department of Beaches and Harbors to execute and deliver 
such other ancillary documentation (including, without limitation, a ground lease estoppel certificate 
and consent to lease assignment) as required to facilitate the assignment.

PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION

Background

Your Board previously entered into Amended and Restated Lease Agreement (Lease No. 74729) 
with Esprit Two LLC, a California limited liability company (existing Lessee), on December 29, 2003, 
for Parcel 15U (Esprit II) in Marina del Rey that called for demolition of all existing improvements and 
the redevelopment of the property that would ultimately consist of 585 new apartments, including 47 
very-low-income senior units, and a newly configured marina of 225 slips and 16 end-ties and 8,000 
square feet of visitor serving commercial use.  

Lessee is now requesting the County’s approval for the assignment of its leasehold interest in Parcel 
15U, commonly known as Esprit Two, to PPF AMLI 4242 Via Marina, LLC, a Delaware limited 
liability company (Assignee), an entity beneficially owned by Prime Property Fund, LLC, a Delaware 
limited liability company (PPF) through its PPF AMLI Devco, LLC (AMLI) platform.  Morgan Stanley 
Real Estate Advisor, Inc., serves as the investment adviser for PPF.  Lessee further requests 
County’s approval of a Second Amended and Restated Lease Agreement between County and 
Assignee.
  
Assignment of Leasehold

The County’s consent is required for the assignment of the leasehold from the existing Lessee to 
Assignee.  The Amended and Restated Lease Agreement and Department of Beaches and Harbors 
policy provide that the County’s approval or denial of consent for an assignment will be based on 
certain criteria, including the following: (a) the financial condition of the assignee; b) that the price to 
be paid for the leasehold will not jeopardize the assignee’s ability to meet its obligations under the 
lease; and (c) the experience and reputation of the assignee in the operation and management of 
similar projects.

Our review has found:  a) Assignee, an entity beneficially owned by PPF, is a single purpose entity 
formed to acquire and own the Parcel 15U leasehold, b) AMLI Residential Properties Trust, a 
publicly traded REIT, was acquired by Prime Property Fund in 2006 as a strategic acquisition to add 
multi-family properties to PPF’s portfolio.  Today, PPF, through AMLI, owns approximately 73 class-
A multi-family and mixed-use communities, with 21,935 units under ownership, for a total cost of $2.2
 billion.  In Southern California, AMLI controls six projects, with over 2,000 units.  Currently, AMLI 
has 30 communities, totaling 10,000 units, in planning and development stages, which represent a 
$2.2 billion development cost.  PPF is a $12.1 billion core, discretionary and diversified real estate 
fund that is currently a private REIT and is managed by Morgan Stanley Real Estate.  PPF’s 
approximately 300 assets include office, industrial, retail, apartments, and hotel properties and are 
located in major real estate markets throughout the United States.  Morgan Stanley Real Estate is 
comprised of three major global businesses:  Investing, Banking, and Lending. Since 1991, Morgan 
Stanley has acquired more than $184 billion of real estate assets worldwide and currently manages 
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$36 billion in real estate assets on behalf of its clients. Morgan Stanley established its real estate 
organization in 1969.  b) The sale price appears reasonable for the leasehold and improvements 
thereon.  c) PPF and AMLI have demonstrated the requisite experience in acquiring, operating and 
managing apartment complexes similar to Esprit Two.

In connection with the assignment of the leasehold, the existing guaranty will be replaced by a new 
guaranty of the Second and Amended Restated Lease Agreement from PPF AMLI Devco, LLC, a 
Delaware limited liability company or another PPF/AMLI affiliate with a tangible net worth of several 
times that of the existing guarantor as approved by Director.  

County’s Receipt of Funds upon Transfer of Leasehold

Under the terms of the existing Amended and Restated Lease Agreement, the County is entitled to 
receive a share of the transfer proceeds upon assignment of the Parcel 15U leasehold.  In 
connection with the assignment, certain other economic provisions of the lease will result in 
payments to the County from the existing Lessee.  The approximate amounts of these items are set 
forth in the chart below.  The actual amounts will vary depending in part upon the date of the closing 
of the transfer and the accrual of interest to that date.

Participation in Sale Proceeds $6    million
Payment of Deferred Percentage Rent $2.5 million (calculated through 12/31/13)
NET TOTAL PAYMENT TO COUNTY $8.5 million

An explanation of each category follows:

County Participation in Sale Proceeds

The Amended and Restated Lease Agreement provides that the County will participate in proceeds 
from the sale or transfer of the leasehold.  The sales price for the transfer of the leasehold is 
$52,000,000.  According to the sale participation formula in the Lease, the County is entitled to 
receive the greater of (a) 5% of the Gross Transfer Proceeds (i.e., the sales price), or (b) 20% of the 
Net Transfer Proceeds (i.e., the sales price less the lessee’s basis under Section 4.8 of the lease).  
In this case the sale participation will equal $6 million, representing 20% of the Net Transfer 
Proceeds.

Deferred Percentage Rent  

The Amended and Restated Lease Agreement (as amended) afforded Lessee with the right to defer 
payment of 50% of the percentage rent owed to the County during the period commencing on the 
construction of the residential improvements on Parcel 12 and continuing until December 31, 2008.  
Lessee is required to repay the deferred percentage rent (with interest at 7%) over a 10-year period 
commencing on July 1, 2015.  Lessee has the right to prepay the deferred percentage rent at any 
time.  Lessee has agreed to repay the entire amount of deferred percentage rent (with interest) upon 
assignment of the leasehold.

Modifications to the Amended and Restated Lease Agreement

The Assignee has requested certain changes to the current Amended and Restated Lease 
Agreement generally to (a) document and administer the ownership structure of the Assignee, (b) 
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reflect the transfer of the leasehold to the Assignee, including a re-set of the Assignee’s basis to the 
current sales price for purposes of future sale or refinancing participation, and (c) update certain 
provisions of the existing Amended and Restated Lease Agreement that was executed in 2003 to 
reflect current County standards in the negotiation of Marina del Rey ground leases.  The changes 
will be documented in a Second Amended and Restated Lease Agreement.

Implementation of Strategic Plan Goals
The recommended actions will continue implementation of the County policies that facilitated 
proactive redevelopment of the parcel, which assists the County to achieve fiscal sustainability 
(Strategic Plan Goal No. 1, Strategy No.1).

FISCAL IMPACT/FINANCING

Approval of the assignment will provide two direct current economic benefits to the County:  1) the 
assignment will facilitate the existing Lessee’s prepayment of deferred percentage rent that would 
not otherwise be paid until a future date and will help simplify the accounting for Parcel 15U; and 2) 
the existing Lessee will pay the County $6 million as the County’s participation in the sale proceeds 
upon the assignment of the leasehold to the Assignee.

Operating Budget Impact

As provided above, upon assignment of the leasehold, County will receive a total payment of 
approximately $8.5 million for County’s share of the net transfer proceeds from the assignment and 
for the prepayment of deferred percentage rent.  Approximately $5.3 million of this payment will be 
retained by and allocated to the operating budget for the Department of Beaches and Harbors.  This 
$5.3 million was not included in the 2013-14 Final Adopted Budget and therefore it will be accounted 
for as over-realized revenue.  The remaining $3.2 million will be directed to the Marina ACO Fund to 
continue to maintain and improve the public areas of the Marina and its infrastructure. Our economic 
consultant has reviewed the proposed assignment and has found that the County’s participation in 
the net proceeds from the assignment of the leasehold represents fair compensation for both the 
extension obligations under the original lease as well as the County’s share of increased value.

Costs of the consultants involved in the assignment of the leasehold and the negotiation and 
development of the Second Amended and Restated Lease Agreement are being reimbursed by the 
existing Lessee and Assignee on an ongoing basis, but will be credited against the County’s share of 
the assignment proceeds.

FACTS AND PROVISIONS/LEGAL REQUIREMENTS

The term of the Amended and Restated Lease for Parcel 15U commenced on August 1, 1962 and 
expires on July 31, 2061.  

The current improvements on Parcel 15U consist of 288 apartments, and a marina of 236 slips and 
17 end ties.  Parcel 15U has frontage on Via Marina Panay Way, is located west of Dolphin Marina 
(Parcel 18), Villa del Mar (Parcel 13)) and Basin C, and north of Parcel 14 (formerly known as Parcel 
FF). 

Entering into leases of the County's Marina del Rey real property is authorized by Government Code 
section 25536.  The lease terms are in conformance with the maximum 99-year period authorized by 
California law.
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ENVIRONMENTAL DOCUMENTATION

On December 6, 2000, the Regional Planning Commission considered and certified a combined final 
environmental impact report (FEIR) for Parcels 12R and 15U and adopted Findings of Fact and a 
Statement of Overriding Considerations regarding the FEIR for the proposed redevelopment project 
contemplated by both the Parcel 15U Lease and the Parcel 12R lease.  The proposed assignment 
does not raise any new or different environmental impacts. 

Moreover, the proposed County consents are not a project or projects pursuant to the California 
Environmental Quality Act (CEQA) because each consent is an activity that is excluded from the 
definition of a project by Section 15378(b) of the State CEQA Guidelines.  The proposed consents 
are an administrative activity of government which will not result in direct or indirect physical changes 
to the environment.

IMPACT ON CURRENT SERVICES (OR PROJECTS)

There is no impact on other current services or projects.

CONCLUSION

Please authorize the Chairman of the Board of Supervisors to sign and authorize the Executive 
Officer of the Board to acknowledge the Chairman’s signature and release to the Department of 
Beaches and Harbors for administration by counsel for the County: a) one copy of this Board Letter, 
b) three originals of the Second Amended and Restated Lease Agreement; and c) three originals of 
a Memorandum of Lease as referenced in the Second Amended and Restated Lease Agreement.  
Please also authorize the Acting Director of the Department of Beaches and Harbors to execute and 
deliver such other ancillary documentation (including, without limitation, a ground lease estoppel 
certificate and consent to assignment of lease) as required to facilitate the assignment.  Should you 
have any questions please contact Don Geisinger at (310) 305-9506 or dgeisinger@bh.lacounty.gov

GARY JONES

Acting Director

Enclosures

c: Chief Executive Officer
County Counsel
Executive Officer, Board of Supervisors 

Respectfully submitted,

GJ:dlg
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